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Enterprise and the Productive Process. By FREDERICK Bar- 
nard Hawley. New York, G. P. Putnam's Sons, 1907. — xiv, 
467 pp. 

Production : A Study in Economics. By P. H. CasTBERG. 
London, Swan Sonnenschein and Company, 1907. — ^xvi, 382 pp. 

It seems to be generally admitted by economic writers of all schools 
that the economist no longer enjoys among the intelligent laity the 
prestige that was his in the days of the orthodox political economy. 
For this unfortunate state of affairs Mr. Hawley iinds an explanation 
in the lack of an authoritative definition of economics and in the gen- 
eral failure of economists to accord due importance to the economic 
function of enterprise. In order to find a basis for an authoritative 
definition of economics the author makes an incursion into the field of 
methodology, and discovers principles of logic which, he believes, 
must revolutionize the procedure of economists in establishing defini- 
tions. The formal criticism of this part of his work may be left to the 
professional logician; economists will be chiefly interested in its fruits, 
of which Mr. Hawley gives a very fair assortment. 

Mr. Hawley defines economics as 

the study of the interrelations of that group of egoistic human activities 
which are incited by the expectation of definite personal shares, prearranged 
in supposed conformity to functions performed, of the purchasing power 
resulting from the joint activity of two or more individuals [page 69]. 

Economists have long recognized that the entrepreneur form of eco- 
nomic organization, as the prevailing type at the present time , deserves 
especial attention. It has remained for Mr. Hawley to define eco- 
nomics in such a way as to exclude every other possible system of 
wealth production and distribution. The economics of a Robinson 
Crusoe, as well as the economics of a communistic state or of a primi- 
tive village community, falls entirely outside of the field of study of the 
economist. A rigorous interpretation of the definition would also ex- 
clude from economics the wealth-creating activities of the self-employ- 
ing artisan or of the independent farmer. Mr. Hawley, however, by 
what appears to be a mere quibble, manages to force such activities 
under his definition. As a seller, such an independent laborer may be 
supposed to engage in joint activity with the buyer, for the creation of 
a product to be shared in prearranged proportions (pages 65-67). 
A little consideration of the possible meaning of " prearrangement " in 
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such a case as this inevitably arouses suspicion as to the validity of 
Mr. Hawley's definition. 

Confidence in the definition is not increased by Mr. Hawley's 
classification of egoistic activities under the heads : social, individual 
and economic (page 75 et passim). This classification, he asserts, is 
universally recognized ; it is a product of the " unconscious cerebra- 
tion " of the human race. It will doubtless surprise him greatly to 
find that his book has fallen into the hands of a reviewer who has never 
heard of such a classification, and who challenges the author to cite one 
instance of economic activity that is neither individual nor social. If it 
were indeed true, as Mr. Hawley asserts, that the definition of eco- 
nomics is the major premise in every economic syllogism, there would 
be no occasion for giving further attention to this book. Since , how- 
ever, very little vital truth has ever been discovered through attempts 
at the definition of the several sciences, we may properly proceed to 
examine in detail some of the other results of Mr. Hawley's study. 

The standpoint from which our author approaches the problem of 
economics is, of course, that of the business enterpriser. Enterprise, 
in his opinion, is the one true productive factor, while labor, capital 
and land are merely means of production (page 112). The exact 
function of the enterpriser, in Mr. Hawley's theory, is not, however, 
clearly established. We are told that enterprise includes all volitional 
activity (page 114) ; economic enterprise includes all volitional activity 
in the economic field. This would lead one to suppose that such acts 
as the saving of capital and the appropriation of land are manifestations 
of enterprise ; aud this, indeed, is Mr. Hawley's view. But such acts 
are excluded from economics on the ground that they are individualistic. 
Again, one would suppose that labor, at any rate the labor of coordinat- 
ing land, labor and capital in production, is enterprise. This, how- 
ever, Mr. Hawley stoutly denies. 

A second definition of enterprise identifies it with ownership. As 
the legal owner of the product created by land, labor and capital, 
a man becomes an economic enterpriser. As the owner of land, of 
capital or of labor power, a man becomes an enterpriser, indeed, but 
not an economic one, as such ownership is individualistic (page 64). 
The relation of this concept to the one first given is not worked out by 
the author, but we may suppose that he regards ownership as a contin- 
ued exercise of volition. This, of course, is psychologically untenable ; 
it is very easy to cite cases in which no effort of will is required to re- 
main an owner of property, while a strong effort of will may be required 
to divest oneself of it. 
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Yet a third conception of enterprise is given : the subjecting of oneself 
to uncertainty (page 115 et passim). The relation of this concept to 
the preceding is not at all clear. The exercise of volitional activity 
and the ownership of property do indeed subject one to uncertainty. 
But so also do non-ownership and inactivity. Living and breathing are 
enterprise, if we accept this view. Accordingly, when Mr. Hawley, in 
an attempt to resist socialistic attacks upon profits, declares that enter- 
prise is the worst-paid function of all (page 127), the socialist can but 
acquiesce, without becoming one whit less a socialist. For life in 
general is undoubtedly underpaid. 

The income of the economic enterpriser is profit. By what right 
does the enterpriser, who does not labor, who owns no capital nor land, 
receive a profit? A common view is that this income is a residuum, 
which falls to the enterpriser by virtue of the fact that competition fails 
to give to the several productive factors the entire value-product imputable 
to them. This view Mr. Hawley rejects. Profit, he maintains, is the 
reward for the assumption of responsibility and risk. Readers familiar 
with the economic controversies of the last decade will remember that 
this view was severely criticised by Dr. A. H. Willett in his Economic 
Theory of Risk and Insurance, on the ground that the enterpriser as 
such, having nothing to lose, can not be said to assume risk at all. If 
losses occur, they must be borne by the capitalist. Accordingly the 
reward for risk-taking must appear in the form of interest. Mr. Hawley 
appears to have noted this criticism (page no), but he can not be said 
to have appreciated its full force. 

Mr. Hawley is not entirely consistent in his use of the term profit. 
Ordinarily the word is used to designate the surplus left in the hands of 
the enterpriser after all costs have been met. In some cases it is used 
to designate the net gains above losses of enterprisers as a class (pages 
106, 107). This would exclude from the category the gains of the 
lucky enterprisers in so far as these are counterbalanced by the losses 
of the unlucky ones. On pages 182 and 183 the increase in value of 
the items of a stock in trade is described as profit. In this case no 
deduction is made of the cost of carrying the stock. 

The author's treatment of capital and of capital goods contains sug- 
gestions of value to the economic theorist, although it is far from being 
logically faultless. Capital is command over purchasing power in 
general (page 183). This appears to mean that capital is the value- 
aspect of saleable goods — a view which may now be called almost 
orthodox. Capital may be invested either in "capital goods" or in 
" opportunity." The term " capital goods " is limited to the class of 
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objects described by Professor Clark as " passive capital goods," /. e., 
salable commodities and materials in process of manufacture. " Fixed 
capital " is assimilated to land, monopoly privilege , etc., under the head 
of " opportunity." The reason for placing fixed capital in this cate- 
gory is that objects composing it yield an income of the nature of rent, 
not of interest. Rent is defined as the price of the use of a specific 
thing, interest as the price of the use of general purchasing power 
(page 184). A little closer analysis would have revealed to Mr. 
Hawley the fact that the income arising from the increase in value of a 
stock of passive capital goods does not fall under his definition of 
interest, but is analogous to the income which he denominates rent. 
With this correction Mr. Hawley's theory of the relations of rent and 
interest becomes practically identical with that of Professor Fetter. 
The only distinction between the two classes of capital goods is, after 
all, that one is not actually the subject of renting contracts while the 
other may be — a distinction of practical but not of theoretical import- 
ance. The distinction drawn by Mr. Hawley (pages 212-214), that 
the interest on capital embodied in ' ' opportunity " is not a part of cost 
of production, while the interest on capital embodied in passive capital 
goods is a part of cost, will not bear close examination. 

One of the results of Mr. Hawley's distinction between capital goods 
and opportunity is a very questionable theory of crises (pages 223 et 
seq.). For some obscure reason he concludes that the accumulation 
of savings first manifests itself in an accumulation of mercantile stocks 
and of the materials of production. Such a heaping-up of finished and 
partly finished commodities eventually produces declining prices and 
reduced profits of enterprise. In the end the accumulation of capital 
is checked, consumption carries away the surplus stocks, prices rise to 
a profitable level, and prosperity returns. Thus it appears that the 
accumulation of capital, instead of giving an advantage to the enter- 
priser, must bring about severe reductions in profits. If Mr. Hawley 
had recognized the fact that savings assume the form of fixed capital as 
readily as that of circulating capital, we should probably have been 
spared another theory of crises. 

As specimens of the practical bearings of his theory the author adds 
three chapters on "Trade Unions and Strikes," "The Trusts" and 
" Socialism." In the first an elaborate argument is advanced to prove 
that whatever some laborers may gain by an artificial advance of wages 
must necessarily be wholly at the expense of other laborers — the wage- 
fund conclusion supported by new and very bizarre reasoning. In the 
chapter on "Trusts" reasons are given for preserving the good and 
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destroying the bad trusts. The chapter on "Socialism" is moderate 
in tone, but not of a character to carry conviction. 

While Mr. Hawley's work does not appear, to the reviewer at least, 
to have produced theoretical results of a high degree of value , it is none 
the less worthy of careful study as an honest and resolute attempt to 
contribute to the solution of problems that are admittedly among the 
most important in economics. Mr. Castberg's book, on the other 
hand, presents to the reader only one problem : why such a book 
should have been written at all. It deals for the most part with the 
perfectly obvious, and it does this in an exceptionally unilluminating 
way. The author's point of view is similar to that of the late Mercan- 
tilists or early Physiocrats. According to him, the "true producers" 
are the owners of land and of other sources of production, chiefly 
natural. Laborers, bankers, merchants, transportation companies, are 
"assistants" of the producers. The rate of interest is treated as a 
function of the supply of gold. The persons employed by industry 
dependent on protection are treated as a net addition to the popula- 
tion. The book contains a tolerably accurate description of the opera- 
tions of banking, exchange, etc., but every student of economics has 
access to clearer and more adequate treatises on these subjects. 

Alvin S. Johnson. 
University of Texas. 

Money and Credit Instruments in their Relation to General 
Prices. By E. W. Kemmerer. Cornell Studies in History and 
Political Science. Volume I. New York, Henry Holt and Com- 
pany, 1907. — vii, xi, 160 pp. 

Some Chapters on Money. By F. M. TAYLOR. Ann Arbor, 
George Wahr, 1906. — 316 pp. 

Professor Kemmerer has performed two distinct services. In the 
first place, he has given the so-called quantity theory such a clear and 
explicit statement that critics cannot be forgiven if they assume that it 
ignores the influence of credit upon prices; and, in the second place, 
for the benefit of those who can be convinced only by facts, he has 
most patiently and intelligently worked out an inductive corroboration 
of the theory. 

The author divides his essay into two " books," of which the first is 
an elementary discussion of the theory of money and credit, and the 
second a statistical inquiry into price fluctuations from 1879 to 1904. 
Book I, which contains eighty-eight pages, might quite well have been 



